





c. A private policy had a separate endorsement stating that covered property located in a Special
Flood Hazard Area would not be covered for damage caused by flood.

4. Because the compliance aid will not provide a safe harbor, F&M and our clients will continue to face
time and monetary costs due to the need to have the policy reviewed by a subject matter expert and/or
have a word-by-word comparison made of all policy documents to the comparable SFIP to ensure that
the policy meets the “as broad as” requirement. It is our understanding that word-by-word
comparisons to the comparable SFIPs are being conducted by examiners during examinations of
financial institutions accepting private policies and that few, if any, policies have been identified as
compliant. Continuing forward in this vein, we anticipate that the regulatory agencies will experience
additional time and monetary costs to a much larger degree once acceptance of private policies is
required.

Recommendation

More recently, we’ve been receiving private policies with a Statement of Conformity and respectfully
recommend that this approach be utilized as a safe harbor. An example of this language is as follows:

National Flood Insurance Act (Act) 1968 Statement of Conformity: Where flood is a covered peril under
this policy and a section of this policy does not conform to the provisions of the Act, including
subsequent Federal legislation replacing or adding to the Act, Underwriters agree in advance that this
policy shall conform to be in compliance.

If proactive language can be included which results in a conforming policy, financial institutions will have a safe
harbor and the time and monetary costs involved with a full document review would be eliminated.

Thank you in advance for your consideration of our comments.

Sincerely yours,
FARMERS AND MERCHANTS BANK

Stephanie A Buonopane

Vice President
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